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For President Carlos Saul Menem, 1996 promises to be a difficult year. Six months into his second
term, Menem is facing a balky Congress, ongoing tensions with provincial governments, and
questionable prospects for a speedy recovery of the stagnant economy. A new Argentine Congress
began its term on Dec. 10. In the new legislature, the governing Partido Justicialista- peronista
(PJ) controls both houses, with 51.4% of the deputies and 52.8% of the senators. In the 257-seat
Chamber of Deputies, the PJ has 132 seats, the Union Civica Radical (UCR) 68, and the Frente del
Pais Solidario (FREPASO) 26.
In addition, 22 seats are held by members of provincial parties, 5 by members of small center-left
parties, and 4 by independents. In the 72-seat Senate, the PJ has 38 seats, the UCR 21, FREPASO
2, and small or provincial parties 11. However, although the PJ has a majority in both houses, the
cohesion within the Peronist ranks is tenuous at best, making Carlos Menem's second term in office
politically difficult. For one thing, Menem's strongest opponent in the PJ Buenos Aires Governor
Eduardo Duhalde, who has his eye on the 1997 presidential race has 40 supporters in the lower
house, thus forming a formidable opposition faction within the PJ. For another thing, speculation is
growing about an emerging alliance between the UCR and FREPASO.
Those organizations are already capitalizing on the rift within the PJ ranks to block some of
Menem's proposed legislation. In addition to tensions within his own party in the legislature, the
president is facing increasingly hostile positions by congressional opposition parties, brought on
in part by his appointment of an outspoken supporter and personal friend to a vacancy on the
Supreme Court. Menem's Dec. 1 nomination of Aldolfo Vazquez not only brought protests from
political opponents, but also from two professional associations of lawyers, who challenged the
nominee's qualifications and his impartiality. However, the appointment, which guarantees a PJ
majority on the Court, was quickly approved by the Senate. "The problem is not that he is a friend
of Menem," said UCR president Rodolfo Terragno, "but that that is his only qualification for being
named to the Court."
Meanwhile, as Menem faces increasingly difficult battles with the legislature, his administration
is also locked in ongoing disputes with the country's 22 new provincial governors, who took
office in December. The governing PJ or local allies of the party continue to control all but 5 of
the provincial governments. But, notwithstanding the PJ control over the provinces, the Menem
administration faces opposition from many of the governors because of the changing relationship
between the central government and local administrations. At the core of the controversy, the
Menem administration has conditioned support to the economically troubled provinces on their
adoption of rigid administration-designed economic cutbacks.
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Many governors object to the conditions because the measures are extremely unpopular and
exacerbate already explosive local situations. In fact, because of the fear of new outbreaks of
violence, the governors from four provinces Tucuman, Salta, Jujuy, and Neuquen as well as the
mayor of the city of Rosario in Santa Fe province, all requested external audits of the provincial
finances. The unprecedented requests by those officials all of whom just assumed office in
December constitutes an effort to avoid blame for actions by previous governors that might have
contributed to the economic crises in the provinces last year. Despite the deep divisions within
the Menem administration and the ruling party, analysts say the president and the PJ still have
considerable support. The PJ's strength can be attributed, at least in part, to the weakness of the
traditional opposition.
In addition, the government's impressive success in controlling inflation in Argentina is also
generally cited for the Menem administration's ability to retain popular support. Annual inflation
dropped to just 2% in 1995, the second lowest in the hemisphere after Panama, according to the
UN's Economic Commission for Latin America and the Caribbean (ECLAC). Nevertheless, the
government will be hard pressed to maintain that support if it is unable to reverse the economic
stagnation that has engulfed the country since early 1994. Last year, the economy slid into
depression, with a 2.5% drop in GDP, a stark turnaround compared to 1994, when the economy grew
by a hefty 6% (see NotiSur,, 01/18/96). The recession is a direct result of the financial crisis in Mexico
last year. The ripple effects of the Mexican debacle, dubbed the "tequila effect," had a major impact
on the large economies in the region, although most notably on Argentina (see NotiSur, 01/12/95,
02/02/95, 02/23/95, 03/16/95, and 05/25/95).
Indeed, at the end of December, Economy Minister Domingo Cavallo admitted that the recession
was much worse last year than originally expected. "There is no doubt that it was a year of
recession," said Cavallo. "Fortunately, it was not as deep as Mexico's or as bad as some predicted
it would be, but it was worse than we estimated." The recession, plus the government's efforts to
reduce the public sector work force and roll back state intervention in the economy, has led to the
dismissal of thousands of state employees, greatly aggravating unemployment problems in the
country.
That, in turn, has led to violent protests in many cities and rural areas (see NotiSur, 04/21/95).
Nevertheless, Menem insists that 1996 will bring economic recovery and that the tide has turned on
unemployment. He cites a drop in the unemployment rate in October to 16.2% of the economically
active population (EAP) down from nearly 19% earlier in the year as evidence that the situation is
turning around. However, economic experts challenged Menem's assessment that the drop is a
sign that unemployment is now on the decline. Ernesto Kritz, Latin American representative for
the International Labor Organization (ILO), who also serves as a consultant for the World Bank
and the Inter-American Development Bank, said the primary explanation for the drop is that many
unemployed workers have simply stopped looking for jobs, either out of discouragement or because
they cannot afford the cost of looking, such as transportation fares.
Moreover, underemployment has greatly aggravated the situation. According to year-end statistics
compiled by the official Instituto Nacional de Estadisticas y Censos (INDEC), only 46% of the EAP
has a full-time job, meaning that more than half of the work force is either without any employment
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or is only able to find part-time work. Not surprisingly, then, labor disputes are on the rise. The
Consultora de Investigacion Social Independiente (CISI) tallied 1,400 labor conflicts in 1995, a 31%
increase compared with 1994. "Delays in paying salaries to state workers in the provinces, which
were hard-hit by financial crises and the recession, plus the incredibly high unemployment rates,
were the principal causes of the protests," said CISI director Alejandro Gonda. Labor conflicts are
likely to grow worse this year.
Only three of Argentina's 23 provinces Buenos Aires, La Pampa, and San Luis are up to date on
payment of salaries to public employees. As a result, on Jan. 15, 300 people in the town of Quiaca
in Jujuy province took over the local bank demanding that they be paid in cash rather than in
government vouchers, which, they say, often cannot be redeemed. In fact, the delays in payments
include retired citizens, who are as well beginning to carry out militant protests. In early December,
for example, the government decided to withhold, until after the Christmas holidays, payment of the
traditional year-end bonus known as "aguinaldos."
The aguinaldo equivalent to one month's pay for each worker is a legal labor right for civil servants
and private sector workers. "The withholding of pay constitutes a subtle form of genocide," said
Bishop Justo Laguna, a frequent critic of the government's economic policies. "It cannot be that
every time there is a problem, there is no money. And the pensioners always seem to bear the brunt
of every problem that arises." (Sources: Inter Press Service, 12/08/95, 12/30/95, 01/02/96, 01/05/96;
Agence France-Presse, 12/04/95, 12/07/95, 12/09- 11/95, 12/13/95, 12/17/95, 12/20/95, 12/28/95,
01/03/96, 01/08/96, 01/10/96, 01/15/96, 01/18/96; Reuter, 01/12/96, 01/15/96, 01/18/96)
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